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Economic Developments in Pakistan 


In connection with the presentation of Pakistan’s 
budget for 1959-60, a speech by the Minister of Finance 
and a White Paper have reviewed the country’s prob- 
lems of inflation, payments deficits, and decrease of 
reserves, and also the new monetary, fiscal, and trade 
measures adopted late in 1958, which are aimed at 
making Pakistan economically viable. 

The money supply increased by 5 per cent in 1958, 
compared with an expansion of 6 per cent in the previ- 
ous year. Late in 1958, however, the trend was 
reversed, and in the first quarter of 1959 there was a 
decline of 1 per cent. The main cause of the monetary 
expansion during 1957 and 1958 was the recourse of 
the Government to central bank financing to meet 
budgetary deficits. The increase in credit to the private 
sector was only slight, while the balance of payments 
deficits had a contractionary effect on the money supply. 
During the first quarter of 1959, there was a surplus on 
government account, a seasonal decline in credit to the 
private sector, and a balance of payments surplus. 

Large balance of payments deficits during 1957 and 
1958 were due mainly to a deterioration in the terms 
of trade, difficulties in disposing of Pakistan’s main 
export crops—raw jute and cotton—and large imports 
of foodgrains. The payments deficits were financed by 
foreign loans and grants and the utilization of Pakistan’s 
foreign assets. The introduction of an export promo- 
tion scheme, which entitles exporters of goods other 
than raw jute and raw cotton to receive foreign exchange 
for certain imports (see this News Survey, Vol. XI, 
p. 225), has resulted in an increase in some exports in 
1959. Exports of cotton and miscellaneous manufac- 
tures in particular have risen sharply. This increase in 
exports, together with increased foreign aid and a repa- 
triation of private capital under an amnesty arrange- 
ment, has resulted in an improvement in Pakistan's 
foreign exchange position, despite the fact that raw 
cotton and raw jute exports are still declining. Gold, 
dollar, and sterling holdings, which had declined by 
$52.7 million during 1958, rose by about $46 million 
in the first five months of 1959 and reached $207.4 
million (provisional figure) at the end of May. 

The Minister of Finance stated that three major prin- 
ciples were used as a guide in drawing up the 1959-60 
budget. “The first of these principles is that we should 
keep expenditures within our resources, avoiding means 
of financing which are inflationary in effect. The second 


is that we should set aside the maximum possible amount 
for development consistent with our resources. The 
third is that we should in the future avoid certain 
unsound budgetary practices followed in the past, par- 
ticularly the device whereby we have created the impres- 
sion of a more favorable balance on revenue account 
by charging current expenditures on defense and food 
subsidies to the capital account.” 

The budget for 1959-60 provides for receipts of 
PRs 1,584.5 million and expenditures of PRs 3,311.9 
million. The excess of PRs 1,727.4 million of expendi- 
tures over receipts will be financed by foreign loans and 
grants to the extent of PRs 1,010 million. The 
financing of the remainder involves receipts from non- 
revenue sources and some debt operations other than 
recourse to the central bank. 


Development expenditures included in the 1959-60 
budget amount to PRs 1,496.6 million, compared with 
PRs 1,451.3 million in 1958-59. Until recently, 
the development efforts were concentrated mainly on 
industrial expansion. Food shortages, the deteriorating 
competitive position of jute and cotton on world mar- 
kets, and the difficulties encountered in importing ade- 
quate supplies of raw materials and spare parts to allow 
the operation of existing industries at full capacity have 
brought about a shift in emphasis in development 
expenditures. Agriculture is to benefit from larger 
investments, and industrial expansion is to be geared 
closely to agricultural development. 

The objectives of the taxation policy in the budget 
are “(1) to increase the availability of goods through 
maximum industrial and commercial activity in the 
country at reasonable prices and to encourage their 
export, (2) to create a fiscal climate attractive to for- 
eign investors and encouraging to local industrialists and 
businessmen for investment and reinvestment of their 
savings and profits, and (3) to rationalize and simplify 
the taxation structure.” In accordance with these objec- 
tives, some concessions have been made in direct taxes, 
while sales, excise, and customs taxes have, on the 
whole, been raised. These taxation changes will result 
in a net increase of PRs 43.7 million in revenues. 
Sources: Government of Pakistan, White Paper on the 

1959-60 Budget, June 30, 1959, and Speech 
of the Finance Minister, July 2, 1959, Ka- 
rachi, Pakistan. 
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Increases in Fund Quotas 


Since June 19, letters of consent to increases in their 
International Monetary Fund quotas have been received 
from Chile, Ethiopia, Morocco, Norway, and Sweden. 
The quotas of all the members that have so far con- 
sented to increases (see this News Survey, Vol. XI, 
p. 397) are equal to 49.95 per cent of total Fund 
quotas as of January 31, 1959. The gold payments 
required to make an increase in quota effective have 
been made by Australia and Norway, in addition to 
those already reported. 


Justified and Unjustified Balance of Payments Crises 


In an address at the Twelfth International Banking 
Summer School in Burgenstock, Switzerland, in 
June, Mr.. Eugene R. Black, President of the Interna- 
tional Bank for Reconstruction and Development, 
said that many of the Bank’s members are satis- 
fying the tests of project preparation and fiscal manage- 
ment which guide the Bank’s decisions in making loans. 
On the other hand, some members, for one reason or 
another and for reasons not directly attributable to 
poor financial management, are approaching the limits 
of their present capacity to assume additional foreign 
exchange obligations which, like World Bank loans, 
must be serviced on a fixed timetable and in scarce 
foreign exchange. “Pressure on the balance of pay- 
ments,” Mr. Black said, “is inevitable when economic 
development is pursued under forced draft. In those 
countries where the authorities meet the tests of fiscal 
management and sound development planning, this 
pressure on the balance of payments becomes a par- 
ticularly compelling problem. In fact, it amounts to a 
justified balance of payments problem. We have been 
conditioned to believe that all balance of payments 
problems result from unjustifiable policies, but I am 
afraid this is a dangerous oversimplification. There are 
balance of payments problems which simply cannot be 
righted in any short period of time without endangering 
the whole, painfully built-up structure of development. 
These problems can only be eased by some sort of 
financial instrument which will not levy a charge on 
the borrower’s supply of foreign exchange or, alterna- 
tively, which will stretch out the period of repayment 
and thereby reduce the burden of a fixed charge on 
scarce foreign exchange reserves.” 

Mr. Black expressed confidence that some further 
means would be found to help effectively those under- 
developed countries which are approaching the limits of 
their ability to borrow foreign exchange for development 
on conventional terms and yet have met all the tests of 
sound development finance, and he referred favorably 
to the ideas associated with the name of the Interna- 
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tional Development Association. It is not enough, he 
said, to dismiss these problems by withholding loans 
until the balance of payments rights itself. In countries 
where economic growth is not yet self-sustaining, it is 
quite possible to have a balance of payments crisis 
which simply will not right itself in any short period of 
time without destroying much of the structure necessary 
to attain self-sustaining growth. Most balance of pay- 
ments crises in the underdeveloped countries today are 
in large part the result of bad policies, and in such 
cases, it is the policy of the Bank to withhold finance 
until matters are brought under control. But balance 
of payments crises are also possible even with the best 
of policies. The concept of self-sustaining economic 
growth means that we cannot afford to be concerned 
solely with balancing the accounts every year or two, 
but rather with a point sometime in the future when the 
accounts can be balanced at a tolerable standard of 
living. The test of progress toward this goal must be 
more than just the balance of payments in a given year 
or two years. The test should rather be how well the 
country concerned is building into its society the many 
and varied institutions and policies necessary for sus- 
tained growth over the long run. Quite objective judg- 
ments are possible as to whether this test is being met. 


Export-Import Bank Loans 

The Export-Import Bank of Washington announced 
on June 21 credits to assist in financing dollar and local 
currency costs of the construction of a chemical manu- 
facturing plant in Peru. This is the first time that the 
Bank has combined a dollar credit with a local currency 
credit. The credits, totaling the equivalent of approxi- 
mately US$1.3 million, were authorized to Alcalis 
Peruanos, S.A., as follows: $840,000 to finance pur- 
chases in the United States of machinery and services 
for the production of caustic soda and chlorine; $/. 12 
million to finance expenditures in Peru for the construc- 
tion of the plant. Both credits are repayable in five 
years commencing in 1961. Repayment is guaranteed 
by Sociedad Agricola Paramonga, Ltda., one of Peru’s 
cane sugar producers and a manufacturer of paper 
products. 

On June 25, the Export-Import Bank announced a 
$6 million credit to Austria, to finance the purchase of 
cotton in the United States. The credit, which is 
granted to the government-owned banks, Creditanstalt- 
Bankverein, Osterreichische Lianderbank A.G., and 
Osterreichisches Credit-Institut A.G., is for one year 
and repayable from the date of drafts. The Austrian 
National Bank has guaranteed the availability of dollars 
required for repayment. This is the fifth loan made by 
the Export-Import Bank to Austria for the purchase of 
U.S. cotton. Loans of $6 million each in 1952 and 1955 
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have been repaid; loans of $8 million in 1957 and $12 
million in 1958 are being repaid on schedule. 

Credits and equity investments totaling $13.7 million 
were extended on June 25 to Argentine companies by 
the Export-Import Bank and U.S. private suppliers. 
Two credits from the Export-Import Bank, totaling $9.2 
million, together with supplier participation of $2 mil- 
lion, will assist Argentine cement companies to buy U.S. 
machinery and equipment. The Bank credits are repay- 
able over seven years and are guaranteed by the Indus- 
trial Bank of Argentina. An Export-Import Bank credit 
of $1.5 million and an equity investment of not less than 
$1 million by a U.S. private company will assist a manu- 
facturer of automobile tires to obtain U.S. equipment 
for the expansion of operations. The Bank credit is 
repayable over five years commencing in 1961. 

Three credits, totaling $6,610,000, from the Export- 
Import Bank to the Government of Turkey were an- 
nounced on July 10. These credits will assist Turkey to 
procure machinery, equipment, and services in the 
United States for the development of coal, copper, and 
forestry resources. They are the first credits allocated 
to Turkey under the $37.5 million line of credit agreed 
in 1958 as part of the assistance for Turkey’s economic 
stabilization program (see this News Survey, Vol. XI, 
p. 55). They are repayable over four years beginning 
in 1962. 

Sources: The Export-Import Bank of Washington, 
Press Releases, Washington, D.C., June 21 
and 25 and July 10, 1959. 


Europe 


Prospects for Sterling 

The sterling-dollar exchange rate, which usually 
shows some seasonal weakness in July, has been main- 
tained this year at $2.81. Two years ago, the rate 
dropped below $2.79, and a year ago, when the U.K. 
payments surplus was the highest in decades, it was 
quoted only a little over $2.80. The exchange rate has 
been maintained in the face of several adverse factors. 
As early as the first week of last May, a number of 
continental banks (including leading Swiss banks) 
began to sell sterling in anticipation of the usual sea- 
sonal weakness; also, with the rise in U.S. interest rates, 
the direction of international interest arbitrage has 
changed from London to New York. 

Among the factors contributing to the strength of 
sterling is the establishment of nonresident convertibil- 
ity, which has brought several advantages that the pre- 
vious de facto convertibility was unable to produce. 
With the disappearance of transferable sterling, the 
continental exchange markets have been reduced in 


35 


size, while London’s market has grown correspondingly. 
Since early this year, nearly all foreign exchange trans- 
actions of more than £500,000 have had to make use 
of the London market. As a result, sterling has become 
more of an international reserve currency. 

There are grounds for believing, moreover, that the 
seasonal pattern of payments has changed somewhat in 
recent years. The traditional pressure on sterling in the 
late summer and autumn was based on the coincidence 
of a decline in sterling earnings from exports with heavy 
seasonal expenditure by tourists and with growing 
imports of oil, tobacco, and certain foodstuffs. While 
the seasonal contraction in earnings from exports 
appears to have remained unchanged, it has been modi- 
fied this year by higher sales of some minerals, especially 
tin, and by a recovery in prices. In addition, the prices 
of dollar commodities (which the United Kingdom is 
forced to import in volume) have not recovered nearly 
as much as sterling prices. 

However, three other changes in the seasonal pattern 
are far more important. (1) Although U.K. expenditure 
on foreign travel has grown sharply in recent years and 
reached a new record in 1958, income from foreign 
visitors has expanded even more sharply. In 1958, the 
actual debit on travel was £15 million, compared with 
an annual average of £35 million between 1947 and 
1951; and, if fares paid by foreign visitors to British car- 
riers (£57 million in 1958) are taken into account, for- 
eign travel can be regarded as a sizable credit item. Two 
fifths of all U.K. income from foreign visitors is in U.S. 
dollars. (2) Oil, which used to be the cause of the 
heaviest dollar payments at midyear, has become one 
of the main credit items among “invisible” receipts. 
(3) The growth in U.K. exports has altered the seasonal 
deficit of the whole of the sterling area. Last year, for 
example, U.K. exports covered 48.2 per cent of exports 
from the entire sterling area, compared with 46 per cent 
in 1957 and 44.8 per cent in 1954; in the first half of 
this year, there has been a substantial increase. 


Source: The Times, London, England, July 20, 1959. 
U.K. Retail Sales 


Provisional figures for U.K. retail sales in June indi- 
cate an increase of 4-5 per cent over sales in June 1958, 
following increases of 6 per cent in both April and May 
but only 3 per cent in February and 2 per cent in March. 
Although the rise in June was less than in the two 
previous months, the Board of Trade believes that the 
volume of turnover may have been maintained. Prices 
in June are estimated to have been some 1-2 per cent 
lower than in 1958, compared with somewhat smaller 
decreases in April and May. The Board of Trade also 
states that there are signs that sales by durable goods 
shops “continued to show a substantial increase” (com- 
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pared with 1958), but that the large increase in sales 
by clothing and footwear shops in May was not 
repeated in June. 

Further evidence of the general revival of trade is 
offered by the Midland Bank’s index of business turn- 
over, which is based on total drawings on current 
accounts with the bank. The index for the second 
quarter is 173 (1950—100), nearly 9 per cent above 
the index for the second quarter of 1958. 


Source: The Times, London, England, July 21, 1959. 


Harvest Outlook in Denmark 

According to a survey made by the Statistical Depart- 
ment, the result of the harvest in Denmark this year will 
be considerably below normal because of the drought. 
The grain harvest is expected to yield 3.82 million tons, 
660,000 tons less than last year. At present prices, this 
will mean a decrease of about DKr 300 million (US$43 
million) in agricultural income. The value of the root 
and hay crops is also expected to be about DKr 300 
million less than in 1958. However, since export prices 
for agricultural products may rise, the net loss to the 
farmers may amount to about DKr 200-300 million. 

The smaller harvest will also result either in a reduc- 
tion of the production of pigs or in higher imports of 
fodder. This may cause a deterioration of about 
DKr 300 million in the payments balance. 
Source: Politiken (Weekly Overseas Edition), Copen- 

hagen, Denmark, July 19-25, 1959. 


Norwegian Banking Law 

A requirement of the Norwegian banking law— 
namely, that a bank’s total liabilities shall not at any 
time exceed ten times the bank’s capital and reserves— 
has been tacitly ignored by the Banking Inspectorate 
since, during and after the war, it was not possible for 
the capital and reserves to increase at the same pace as 
deposits. In its proposals for a new bank act, the Mone- 
tary and Banking Committee recognized that it would 
be a long time before capital and reserves could be 
raised to 10 per cent of liabilities; it therefore recom- 
mended that the ratio for the commercial banks be set 
at 8 per cent. At present, total liabilities of the com- 
mercial banks amount to about NKr 7,700 million, and 
their capital and reserves are some NKr 540 million, 
or slightly less than 7 per cent of liabilities. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, June 22, 1959. 


Liberalization of Trade in Foreign Securities in Sweden 
Recent regulations of the Sveriges Riksbank permit 
residents of Sweden who own foreign securities to use 
any funds obtained by the sale abroad of such secu- 
rities for investing in other foreign securities. However, 


INTERNATIONAL FINANCIAL NEws SurVEY, July 31, 1959 


the securities to be acquired must be denominated in 
convertible currency or Swedish kronor. Also, the 
reinvestment must take place within six months of the 
sale. Previously, switch transactions required in each 
case the Riksbank’s permission, which was not granted 
freely. 

The Riksbank has also announced that residents are 
allowed to buy from and sell to other Swedish residents 
foreign securities held in Sweden. 

Source: Svenska Dagbladet, 
July 15, 1959. 


Stockholm, Sweden, 


New Tax Reduction Deposits in Finland 

A new law in Finland entitles an individual or the 
estate of a deceased person to reduce assessable income 
by the amount deposited in special accounts. The maxi- 
mum deduction allowed is Fmk 80,000 (US$250) per 
annum. The deposits have to be held for a minimum 
of three years. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, June 1959. 


Postal Check Service Between Finland and Sweden 
Beginning August 1, Finnish holders of postal check- 
ing accounts will be able to make payments to Sweden 
by direct post-office transfers, and vice versa. Trans- 
actions in both directions will be recorded in Swedish 
kronor at the official rate of exchange. No maximum 
limit for individual transactions has been set, but the 
transactions fall under the Finnish and Swedish foreign 
exchange regulations. 
Source: Svenska Dagbladet, 
July 19, 1959. 


Stockholm, Sweden, 


Effects of the Saar's Reintegration with Germany 

With the provisional settlement by France and Ger- 
many of their mutual claims and liabilities in respect of 
the Saar, the currency conversion in the Saar (see this 
News Survey, Vol. X11, p. 13) was largely completed. 
The Currency Conversion Committee will be concerned 
for some time with the final settlement and the examina- 
tion of the accounts which must be submitted by the 
banks under the regulations to prevent a flight of cap- 
ital. The total amount of franc notes exchanged for 
deutsche mark notes (F 30.3 billion=DM 258 million) 
is considerably lower than the amount that the German 
Government has to pay the French Government under 
the Saar treaty, i.e., F 40 billion based on the estimated 
note circulation plus F 28 billion for French guarantee 
claims against Saar banks and insurance companies. 
However, this fact does not affect the total liability of 
the German Government arising from the currency 
conversion. 
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To the German Government's currency conversion 
liability to France, F 68 billion, must be added the cost 
of taking over French Government loans of F 12 billion 
to the Saar and its mines. To cover this sum of F 80 
billion (DM 680 million), the German Government 
has made provision in the current budget. In the settle- 
ment with France, this amount is reduced by the value 
of the notes exchanged, F 30.3 billion, and by the value 
of the Saar assets held by the French Treasury, so that 
the settlement will result in a balance in favor of France 
of DM 350-400 million. 

The economic reintegration of the Saar with the Fed- 
eral Republic of Germany will have a considerable effect 
on the French and German foreign exchange positions, 
for it will result in a considerable shift of trade between 
France and Germany. Before July 1959, the Saar’s 
deliveries to Germany consistently exceeded its pur- 
chases. In 1957, the Saar’s surplus of DM 141 million 
covered 20 per cent of the French trade deficit with 
Germany; in 1958, its surplus of DM 129 million cov- 
ered 23 per cent of the deficit. In the first four months 
of 1959, France succeeded in reducing its trade deficit 
with Germany by increasing exports and decreasing 
imports; 66 per cent of the deficit was then covered by 
the Saar’s surplus of DM 72.3 million. The Saar also 
earns a large surplus in trade with third countries; this 
benefited the French foreign exchange position to the 
extent of about F 22 billion in 1957 and F 23 billion 
in 1958. 

The change in the Saar’s status means that its 
exchange of goods with France will now be counted 
in France’s foreign trade accounts. In 1958, the Saar’s 
deliveries to France amounted to about DM 2 billion 
and its purchases from France to DM 2.3 billion. This 
turnover of goods exceeded by DM 300 million the 
turnover between France and Germany in the same 
year. The Saar treaty of 1956 contains special provi- 
sions permitting duty-free exchanges of goods between 
France and the Saar up to the level reached in 1955, 
i.e., Saar exports of F 70 billion to France and imports 
of F 126 billion from France. Allowance has been 
made for the impact of the first franc devaluation, but 
no decision has yet been taken concerning the second. 
In any event, the ratio of exports to imports will not 
be changed; thus France’s trade surplus will equal 80 
per cent of its imports in duty-free trade with the Saar. 
The considerable increase in the Saar’s deliveries to 
France which has taken place since 1955 is still a 
somewhat troublesome problem for the Saar. However, 
despite a widely held belief to the contrary, the increase 
in deliveries over those in 1955 will not have to be 
stopped; deliveries in excess of the 1955 quantity will 
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be liable to customs duties in the same way as other 

German exports to France. 

Sources: Handelsblatt, Diisseldorf, Germany, July 6, 
1959; Allgemeine Zeitung, 
Frankfurt am Main, Germany, July 20, 1959. 


Middle East 
Central Bank in the Sudan 


The Council of Ministers in the Sudan has approved 
a draft bill for the establishment of a central bank, the 
Sudan Bank, subject to final writing of the bill in 
legal form by the Ministry of Justice. The Council has 
also approved the appointment of Mr. Mamoun 
Beheiry, Deputy Permanent Undersecretary at the Min- 
istry of Finance and Economics, as the first Governor 
of the Sudan Bank for a term of five years. 


Frankfurter 


Source: Information Center of the Republic of the 
Sudan, News Bulletin, Khartoum, Sudan, 


July 11, 1959. 


Trade Policy in the Sudan 
In explaining recent changes in the import restric- 
tions of the Sudan (see this News Survey, Vol. XII, 
p. 21), the Minister of Commerce, Industry, and Supply 
stated that the Sudan is returning to a policy of “free 
trade.” In the past, the Government concluded a num- 
ber of barter agreements as a matter of necessity when 
the trade balance was upset and the foreign exchange 
position deteriorated “as a consequence of the unreal- 
istic cotton sales policy which was followed.” Now that 
the Sudan’s balance of trade has improved and its for- 
eign exchange reserves have increased, trade will again 
be placed on a competitive basis. 
Source: Information Center of the Republic of the 
Sudan, News Bulletin, Khartoum, Sudan, 
July 11, 1959. 


Far East 


Budgets of State Governments in India 


Consolidated budget estimates for the 14 State Gov- 
ernments in India for the fiscal year 1959-60 indicate a 
surplus on revenue account of Rs 62 million (US$13 
million), compared with a surplus of Rs 198 million 
($42 million) in 1958-59 (revised estimates). How- 
ever, since deficits on capital account are expected, an 
“over-all” deficit of Rs 512 million ($108 million) is 
estimated for 1959-60, against a deficit of Rs 73 million 
($15 million) in 1958-59. The 1959-60 deficit is 
expected to be covered by the sale of Rs 438 million 
of securities held in reserves and by drawing down 
government cash balances, including overdrafts from 
the Reserve Bank of India, by Rs 74 million. 
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An increase of Rs 172 million ($36 million) in tax 
revenue is estimated for 1959-60. The major increase— 
Rs 81 million—is expected to come from land revenue, 
owing mainly to improved crop conditions; an increase 
of Rs 30 million is estimated for receipts from the gen- 
eral sales tax. 

Source: Reserve Bank of India, Bulletin, Bombay, 
India, June 1959. 


Foreign Companies with Branches in India 


As of March 31, 1959, the total number of foreign 
companies with branches in India was 572, including 
295 in West Bengal and 165 in Bombay State. The 
companies that had established the branches were dis- 
tributed as follows, on a geographical basis: 444 in 
Europe, 72.in North and South America, 46 in other 
Asian countries, 8 in Australia, and 2 in Africa. A 
total of 442 companies were of Commonwealth origin. 
Source: Information Service of India, Indiagram, 
Washington, D.C., July 15, 1959. 


National Council for Economic Development in Thailand 

The Constituent Assembly of Thailand approved in 
May 1959 a bill to establish a National Council for 
Economic Development. One of the functions of the 
Council is to give policy recommendations to the Gov- 


ernment with a view to attaining economic development 
with stability. The Council will also help to coordinate 
the development plans and projects of various ministries 
and departments of the Government and of state 
agencies. 


Sources: The Bangkok Post, 
May 18 and 21, 1959. 


Land Reform in Viet-Nam 

When opening Viet-Nam’s 1959 National Land 
Reform Congress on July 1, 1959, the Agrarian Reform 
Secretary stated that 580,662 land tenancy contracts 
between farmers and landlords, covering 1.5 million 
hectares (1 hectare—2.471 acres), plus 225,946 con- 
tracts covering abandoned land, have been signed thus 
far. Referring to land redistribution under the Agrarian 
Reform, he said that 80 per cent of the expropriated 
land, or 343,017 hectares of a total of 424,541 hectares, 
has been distributed to former tenant farmers. In addi- 
tion, 108,165 applications involving the distribution 
of 280,870 hectares have been filed by small tenants 
desiring to become landowners. 


Bangkok, Thailand, 


Source: The Times of Viet-Nam, Saigon, Viet-Nam, 
July 4, 1959. 


Price Control Law in the Philippines 


The Philippine price control bill which became law 
on July 16, when it was signed by the President, states 
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that the national policy is to protect the interests of the 
consumer during periods of short supply or of unrea- 
sonable price levels. To this end, the Government is to 
prevent scarcity, monopolization, hoarding, injurious 
speculation, manipulation, and profiteering that affect 
the supply, distribution, and movement of both imported 
and domestically produced foodstuffs, textiles, clothing, 
drugs, medicines, paper and paper products, school 
supplies, construction materials, agricultural and indus- 
trial machinery and spare parts, fertilizers, insecticides 
and weedicides, fuel and lubricants, and other commodi- 
ties for which the control of prices may be deemed 
essential to the public interest. Upon certification by 
the National Economic Council that a commodity is in 


TENTH ANNUAL REPORT ON EXCHANGE RESTRICTIONS 


The most important single achievement of the postwar 
period in the field of exchange restrictions took place at 
the end of 1958, when external convertibility of the major 
European currencies was established; in early 1959, other 
countries adjusted their exchange control regulations to 
the new conditions. The wide impact of this move to 
external convertibility is discussed in this Report, the 
tenth in the series prepared in accordance with Arti- 
cle XIV of the Fund Agreement. A major factor behind 
the move was that, in general, the industrialized countries 
gained in strength both economically and financially and, 
with the exception of the United States, added appre- 
ciably to their gold and dollar reserves. Most of the less 
developed countries continue to experience difficulties, 
but several are putting into effect comprehensive stabili- 
zation programs which include the simplification of their 
exchange systems. The Report considers the immediate 
effects of this concerted move and what impact it may 
be expected to have on the restrictions that remain. It 
also points out that during the period under review con- 
siderable further progress was made in the substitution 
of unitary exchange rates for multiple currency practices, 
and that there was a general decline in the number of 
bilateral payments arrangements between Fund member 
countries. 

The second part of the Report consists of country 
surveys describing the exchange systems of all Fund 
members and of six nonmember countries: the basic 
exchange rates, the nature of the exchange system, the 
authorities that administer the controls, the arrangements 
that apply to settlements with other countries, the opera- 
tion of the accounts of nonresidents, and the require- 
ments affecting settlements for imports, exports, invisibles, 
and capital transactions. Each survey concludes with 
a chronological listing of the more significant changes in 
exchange practices that took place during 1958 and in 
early 1959. Where the exchange rate system is not 
uniform, a table of exchange rates is provided. 

The Report is available without charge. Address re- 
quests to 

The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 
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short supply or that there are reasonable grounds for 
believing that it will disappear from the open market 
or that its price has risen to an abnormal level, the 
President is authorized to (1) determine maximum 
selling prices, (2) direct the National Rice and Corn 
Corporation, with respect to rice and corn, and the 
National Marketing Corporation, with respect to other 
commodities, to import the commodity in short supply 
for distribution in the local market, and (3) impound 
local inventories of the commodity and order their 
distribution. The President is also authorized to set up 
a Price Administration Board. 

In determining maximum prices, the following fac- 
tors are to be taken into account: the estimated supply 
of the commodity available in the market; the cost of 
production of the commodity, if domestically produced, 
or its’4atded costsand duties "and taxes”paid ‘thereon, 
if imported; the cost of distribution; and a reasonable 
margin of profit to ensure a continuous supply and to 
encourage domestic production. 

The President has recently stated that he is not yet 
ready to use the price control powers given to him; 
the authorities are in the process of determining which 
consumer items are being sold at unreasonable prices. 
Source: Philippine Association, Philippine Newsletter, 

New York, N.Y., July 24, 1959. 


United States 


U.S. Budget Deficit 


The U.S. budget deficit for the year ended June 30, 
1959 amounted to $12.5 billion, about $300 million 
less than had been estimated when the budget was 
submitted to Congress in January 1958. As a result of 
the business recovery, tax revenues were about $160 
million larger than expected at that time, and expendi- 
tures were about $172 million lower. 

Source: The Journal of Commerce, New York, N.Y., 
July 21, 1959. 


Industrial Production in the United States 

The index of industrial output in the United States 
rose two points in June, to 155 per cent of the 1947-49 
average. Both durable and nondurable goods output 
increased, the former despite a slight decline in steel 
production as operations were affected by the approach- 
ing termination of the labor contract in that industry. 
Minerals output was unchanged from May as crude oil 
production declined, offsetting gains in other minerals. 

The value of new construction rose less than sea- 
sonally in June; on a seasonally adjusted basis, it was 
2 per cent below the March record. The value of private 
housing construction fell for the first time in 13 months, 
and public housing, highway, and military construction 
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declined further. Industrial building activity rose for 
the second month, and commercial construction 
reached a new high. 


Source: The Journal of Commerce, New York, N.Y., 
July 16, 1959. 


Latin America 
Monetary Policy in Latin America 


In the annual survey for 1958 of the monetary 
aspects of the Latin American economies published by 
the Center of Latin American Monetary Studies 
(CEMLA) in Mexico City, it is stated that the marked 
deterioration in the terms of trade of Latin America 
during 1958 brought a considerable reduction of the 
exchange revenue that is necessary to Latin American 
economic development, withthe result that in most 
countries production did not increase as fast as 
population. 

The tendency in most primary producing countries in 
1958 has been to maintain credit restrictions, and in 
some countries to increase them. The dominant note 
in Latin America was the desire to moderate the expan- 
sion of bank credit. However, some of the restrictive 
measures have been insufficient, and the trend toward 
expansion still persists in nearly all Latin American 
countries. The strong resistance that restrictive meas- 
ures often provoke can be explained by the effects that 
they have had in reducing employment. 

The measures introduced have, of course, varied 
among countries. According to the system introduced 
in Ecuador, legal reserve requirements will vary auto- 
matically in relation to the seasonality of economic 
activity. Rediscount policy has been applied in several 
forms: in Brazil, by increasing the discount rate; in 
Colombia and Honduras, by limiting the volume of 
rediscounts; and in Guatemala, by a revision of prefer- 
ential rates which is intended to affect the direction 
rather than the volume of bank credit. 

The amount of coffee accumulated from the 1958-59 
harvest under the terms of the recent agreements among 
Latin American coffee producers is now estimated at 
18 million bags of 60 pounds each. An amount prob- 
ably as great as this was stockpiled from previous har- 
The financing of these stockpiles intensifies 
inflationary pressures and also slows down the rate of 
growth, especially in Brazil and Colombia, which find 
themselves forced to sacrifice productive investments in 
order to finance accumulations of surplus coffee. 

The CEMLA study points out that even in 1957, the 
year when the Fund’s sales of exchange to its Latin 
American members were greatest ($151.4 million), 
such sales amounted to only 7.9 per cent of their total 
international reserves. This does not mean that the 
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Fund’s contribution may not have been decisive at a 

given time in the concrete case of some particular 

country, but the general effect of the Fund’s operations 

during recent years has been minor. 

Source: Centro de Estudios Monetarios Latinoameri- 
canos, Monetary Aspects of the Latin Ameri- 
can Economies in 1958, Mexico, D.F., 1959. 


Loans to Chile 

The credits tentatively approved last May by 11 U.S 
commercial banks, as part of the assistance granted to 
the Government of Chile (see this Survey, 
Vol. XI, p. 357), have now been agreed. The partici- 
pating banks and their shares in the total are as follows: 
rhe First National City Bank of New York, $16.3 mil- 
lion; Chase Manhattan Bank, $8.3 million; Bank of 
America, $8.3 million; Bankers Trust Company, $5 
million; Chemical Corn Exchange Bank, $5 million; 
The Hanover Bank, $3 million; Morgan Guaranty Trust 
Company of New York, $2.5 million; Manufacturers 
Trust Company, $2.5 million; J. Henry Schroder Bank- 
ing Corporation, $2 million; Grace National Bank of 
New York, $1 million; and The Philadelphia National 
Bank, $1 million. 
Source: The Wall Street Journal, New York, N-Y., 

July 17, 1959. 


News 


Increase in Uruguayan Wool Exports 
Exports of Uruguayan wool during the first eight 
months of the 1958-59 season, which began October 1, 


were higher than in the entire 1957-58 season. Sup- 
plies have been reduced sharply, and shipments in April 
and May were much lower than in the earlier months 
of the season. 

Shipments of raw wool in the October-May period 
totaled 100 million pounds, compared with last season's 
total of 97 million pounds. Exports of tops increased 
from 17 million pounds to 19 million. The major ship- 
ments were to the U.S.S.R., the United States, and the 
United Kingdom. The sharp increase in shipments to 
the Sino-Soviet bloc in the past two seasons reflects, in 
part, a change from indirect buying through the Nether- 
lands to direct purchases in Uruguay. The Netherlands 
was the principal importer of Uruguayan wool in 
1956-57. 

Exports of tops in October-May were mainly to the 
Netherlands, Hungary, Switzerland, Italy, and Mainland 
China. Shipments to the United States 
increased significantly following the removal of the 
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countervailing duty early this year; total shipments 

were Only 233,000 pounds. 

Source: Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., June 29, 1959. 
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Other Countries 
Australian Wool Market 


Wool prices at Australian auctions steadied in June 
at the close of the 1958-59 selling season, after falling 
for three successive weeks from the season’s peak in 
April and early May. Competition was vigorously 
maintained in the face of exceptionally heavy offerings, 
and was frequently strengthened by the forceful partici- 
pation of Eastern European buyers. By the third week 
of June, prices were 7 per cent lower than at the peak 
but 27 per cent higher than in January and 9 per cent 
higher than at the opening of the season. 

During the 11 months ended May 31, 4.3 million 
bales were sold for £A 265.1 million, compared with 
4 million bales for £A 318 million in the previous year. 
The average price per pound for greasy wool was 48.68 
pence, compared with 63.79 pence. 

A record wool clip of 1,670 million pounds (greasy 
basis) is provisionally forecast for the 1959-60 season. 
This would compare with a revised—but still provisional 
—estimate of 1,544 million pounds for 1958-59 and 
the previous all-time record, reached in 1956-57, of 
1,565 million pounds. 

Sources: Bank of New South Wales, Wool Notes, 
Sydney, Australia, June 22, 1959; National 
Bank of Australasia, Wool Letter, Melbourne, 
Australia, June 30, 1959; The Times, Lon- 
don, England, July 13, 1959. 


South African Gold Sales 


The South African Government has authorized the 
gold mines to sell gold to private purchasers outside the 
sterling area in any quantity, instead of maintaining 
the minimum of 25,000 fine ounces in 400-ounce bars 
imposed under the conditions announced last June (see 
this News Survey, Vol. XI, p. 348). 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 8, 1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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